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§ 2530.200a–2 Treasury regulations for
purposes of the Act.

Regulations prescribed by the Sec-
retary of the Treasury or his delegate
under sections 410 and 411 of the Code
(relating to minimum standards for
participation and vesting) shall apply
for purposes of sections 202 through 204
of the Act. Thus, except for those pro-
visions (such as the definition of an
hour of service or a year of service) for
which authority to prescribe regula-
tions is specifically delegated to the
Secretary of Labor, regulations pre-
scribed by the Secretary of the Treas-
ury shall also be used to implement the
related provisions contained in the
Act. Those regulations specify the
credit that must be given to an em-
ployee for years of service and years of
participation completed by the em-
ployee. The allocation of regulatory ju-
risdiction between the Secretary of
Treasury or his delegate and the Sec-
retary of Labor is governed by titles I
through III of the Act. See section 3002
of the Act (88 Stat. 996).

§ 2530.200a–3 Labor regulations for
purposes of the Internal Revenue
Code of 1954.

The Secretary of Labor is specifically
authorized to prescribe certain regula-
tions (generally relating to hour of
service, year of service, break in serv-
ice, year of participation and special
rules for seasonal and maritime indus-
tries) applicable to both title I of the
Act and sections 410 and 411 of the
Code. These regulations are contained
in this subpart (A) and subpart B of
this part (2530) and must be integrated
with regulations prescribed by the Sec-
retary of the Treasury or his delegate
under sections 410 of the Code (relating
to minimum participation standards),
411(a) of the Code (relating to min-
imum vesting standards) and 411(b) of
the Code (relating to benefit accrual
requirements). The allocation of regu-
latory jurisdiction between the Sec-
retary of Labor and the Secretary of
the Treasury or his delegate is gov-
erned by titles I through III of the Act.
See section 3002 of the Act (88 Stat. 996).

§ 2530.200b–1 Computation periods.
(a) General. Under sections 202, 203

and 204 of the Act and sections 410 and

411 of the Code, an employee’s statu-
tory entitlements with regard to par-
ticipation, vesting and benefit accrual
are generally determined by reference
to years of service and years of partici-
pation completed by the employee and
one-year breaks in service incurred by
the employee. The units used for deter-
mining an employee’s credit towards
statutory participation, vesting and
benefit accrual entitlements are in
turn defined in terms of the number of
hours of service credited to the em-
ployee during a specified period—in
general, a twelve-consecutive-month
period—referred to herein as a ‘‘com-
putation period’’. A plan must des-
ignate eligibility computation periods
pursuant to § 2530.202–2 and vesting
computation periods pursuant to
§ 2530.203–2, and, under certain cir-
cumstances, a defined benefit plan
must designate accrual computation
periods pursuant to § 2530.204–2. An em-
ployee who is credited with 1000 hours
of service during an eligibility com-
putation period must generally be cred-
ited with a year of service for purposes
of section 202 of the Act and section 410
of the Code (relating to minimum par-
ticipation standards). An employee
who is credited with 1000 hours of serv-
ice during a vesting computation pe-
riod must generally be credited with a
year of service for purposes of section
203 of the Act and 411(a) of the Code
(relating to minimum vesting stand-
ards). An employee who completes 1000
hours of service during an accrual com-
putation period must, under certain
circumstances, be credited with at
least a partial year of participation for
purposes of section 204 of the Act and
section 411(b) of the Code (relating to
benefit accrual requirements). With re-
spect to benefit accrual, however, the
plan may not be required to credit an
employee with a full year of participa-
tion and, therefore, full accrual for
such year of participation unless the
employee is credited with the number
of hours of service or other permissible
units of credit prescribed under the
plan for crediting of a full year of par-
ticipation (see § 2530.204–2 (c) and (d)). It
should be noted that under some of the
equivalencies which a plan may use
under § 2530.200b–3 to determine the
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number of units of service to be cred-
ited to an employee in a computation
period, an employee must be credited
with a year of service of partial year of
participation if the employee is cred-
ited with a number of units of service
which is less than 1000 in a computa-
tion period. See also § 2530.200b–9, relat-
ing to elapsed time.

(b) Rules generally applicable to com-
putation periods. In general, employ-
ment at the beginning or the end of an
applicable computation period or on
any particular date during the com-
putation period is not determinative of
whether the employee is credited with
a year of service or a partial year of
participation, or incurs a break in serv-
ice, for the computation period. Rath-
er, these determinations generally
must be made solely with reference to
the number of hours (or other units of
service) which are credited to the em-
ployee during the applicable computa-
tion period. For example, an employee
who is credited with 1000 hours of serv-
ice during any portion of a vesting
computation period must be credited
with a year of service for that com-
putation period regardless of whether
the employee is employed by the em-
ployer on the first or the last day of
the computation period. It should be
noted, however, that in certain cir-
cumstances, a plan may provide that
certain consequences follow from an
employee’s failure to be employed on a
particular date. For example, under
section 202(a)(4) of the Act and section
410(a)(4) of the Code, a plan may pro-
vide that an individual otherwise enti-
tled to commence participation in the
plan on a specified date does not com-
mence participation on that date if he
or she was separated from the service
before that date. Similary, under sec-
tion 204(b)(1) of the Act and section
411(b)(1) of the Code, a plan which is
not a defined benefit plan is not subject
to section 204 (b)(1) and (b)(3) of the Act
and section 411 (b)(1) and (b)(3) of the
Code. Such a plan, therefore, may pro-
vide that an individual who has been a
participant in the plan, but who has
separated from service before the date
on which the employer’s contributions
to the plan or forfeitures are allocated
among participant’s accounts or before
the last day of the vesting computation

period, does not share in the allocation
of such contributions or forfeitures
even though the individual is credited
with 1000 or more hours of service for
the applicable vesting computation pe-
riod. Under certain circumstances,
however, such a plan provision may re-
sult in discrimination prohibited under
section 401(a)(4) of the Code. See Rev-
enue Ruling 76–250, I.R.B. 1976–27.

§ 2530.200b–2 Hour of service.

(a) General rule. An hour of service
which must, as a minimum, be counted
for the purposes of determining a year
of service, a year of participation for
benefit accrual, a break in service and
employment commencement date (or
reemployment commencement date)
under sections 202, 203 and 204 of the
Act and sections 410 and 411 of the
Code, is an hour of service as defined in
paragraphs (a)(1), (2) and (3) of this sec-
tion. The employer may round up
hours at the end of a computation pe-
riod or more frequently.

(1) An hour of service is each hour for
which an employee is paid, or entitled
to payment, for the performance of du-
ties for the employer during the appli-
cable computation period.

(2) An hour of service is each hour for
which an employee is paid, or entitled
to payment, by the employer on ac-
count of a period of time during which
no duties are performed (irrespective of
whether the employment relationship
has terminated) due to vacation, holi-
day, illness, incapacity (including dis-
ability), layoff, jury duty, military
duty or leave of absence. Notwith-
standing the preceding sentence,

(i) No more than 501 hours of service
are required to be credited under this
paragraph (a)(2) to an employee on ac-
count of any single continuous period
during which the employee performs no
duties (whether or not such period oc-
curs in a single computation period);

(ii) An hour for which an employee is
directly or indirectly paid, or entitled
to payment, on account of a period dur-
ing which no duties are performed is
not required to be credited to the em-
ployee if such payment is made or due
under a plan maintained solely for the
purpose of complying with applicable

VerDate 11<MAY>2000 04:48 Jul 27, 2001 Jkt 194111 PO 00000 Frm 00429 Fmt 8010 Sfmt 8010 Y:\SGML\194111T.XXX pfrm01 PsN: 194111T


